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Contlnental AG Confirms Outlook: Sales and Earnings 2006
W|II Be Up On Previous Year

Automotlve supplier reports strong sales gains — Double-digit increase in adjusted
EBIT,|desp|te massive pressure from raw material prices — One-time effects impact
quart,erly result

Hand'ver, November 1, 2006. Continental AG, Hanover, confirms its outlook for 2006 as a
wholé after three quarters: "We have done well in a tough environment, and as announced,
our s:ales and EBIT will exceed the record levels of 2005," emphasized Executive Board
chairér1an Manfred Wennemer on Wednesday in Hanover. At the interim report presentation,
he stressed that the international automotive supplier had raised its adjusted EBIT by 10.1% to
EUR*!“I ,183.2 million after nine months compared with the same pericd of 2005. "In our indus-
try, ittdoes not really make much sense to look at the quarterly figures. Nevertheless, the third
quarter 2006 again shows that, with an adjusted EBIT of EUR 410.3 million, we are nearly on
par with the adjusted figures for the same period of 2005. In view of the costs for raw materi-
als, WhICh reached a temporary peak this quarter, and the production cutbacks of key custom-
ers |n the U. S A., we feel this is remarkable, since a year ago we achieved our best ever

quarterly result."

Coné;olidated sales for the first nine months of 20086 rose by 6.9% compared with the same
perioc} of the previous year to EUR 10,945.3 million (previous year: EUR 10,240.9 million).

n‘ Sales EBIT

: () = Return on sales

_ Jan.-Sept. 2006 | Jan.-Sept. 2005 | Jan.-Sept. 2006 | Jan.-Sept. 2005
Contihental Corp. 10,945.3 10,240.9 1,116.1 (10.2%) | 1,136.0 (11.1%)
Automotlve Systems 4,401.3 3,819.5 474.3 (10.8%) 4451 (11.4%) |
Passenger and Light 3,392.8 3,2156 325.0 {9.6%) 480.8 (15.0%)
Truck TII’ES -
Comrﬁercial Vehicle 1,087.5 1,008.8 866 (8.0%) 113.7 {(11.3%)
Tires ; :
Conti‘fech ' 2,163.7 2,178.9 248.4 (11.5%) 1221 (5.6%)
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Roulunds contributed EUR 29.8 million to sales (starting May 2006), and Motorola's automo-.
tive ei_ectronics business EUR 262.1 million (starting July 2006). This was partly offset by the
loss df sales following the disposal of the Sealing Systems and Stankiewicz units, and the
North!jAmerican off-the-road (OTR) tire operations. Before changes in the scope of consoli-

dation and exchange rate effects, consolidated sales increased by 5.6%.

Earniﬁgs before interest and taxes (EBIT) fell by 1.8% to EUR 1,116.1 million (previous year:
EUR 1,136.0 million), and the return on sales to 10.2% (previous year: 11.1%). Roulunds
contrifnuted EUR 1.9 million to EBIT and Motorola's automotive electronics business EUR 2.6
millioﬁ. Before changes in the scope of consolidation and one-time effects, EBIT rose by
EUR 108.9 million or 10.1%. Excluding Motorola's automotive electronics business, the re-
turn on sales amounts to 10.4%. The net income attributable to the shareholders of the
paren!'t was down 10.2% to EUR 658.5 million (previous year: EUR 733.0 million), with earn-
ings p%r share at EUR 4.51 (previous year: EUR 5.04).

The inlcreased raw material prices reduced EBIT in the first nine months by approximately
EUR 2_:32 million compared with the prices for the first nine months of 2005.

In viev;f of numerous one-time effects and changes in the scope of consolidation, Continental
CFO Dr Alan Hippe referred to adjusted figures in his assessment of the operational devel-
opment: "Changes in consolidation and one-time effects increased the results for the first
three ciuarters of 2005 on the whole by EUR 61.7 million, compared with negative effects
amouhting to EUR 67.1 million in the first nine months of this year. Adjusted for these effects,
we acl‘iieved an EBIT of EUR 1,074.3 million for the first nine months of 2005, and an EBIT
of EUR 1,183.2 million for the first nine months of this year. So, taking these figures into ac-
count, |n the first three quarters of this year we outperformed the same period of 2005 by
EUR 1@8.9 million. If we just look at the third quarter 6f 2005, we had positive effects totaling
EUR 3§1 million resulting from changes in consclidation and one-time effects. In contrast,
we had negative effects of EUR 16.2 million in the third quarter of this year. Adjusted for
these éffects, there was an EBIT of EUR 414.2 million in the third quarter of 2005, and EUR
410.3 million in the third quarter of 2006.
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At EUR 1,580.8 million, net indebtedness was EUR 1,087.6 million higher than at year-end
2005 and EUR 449.7 million higher than at September 30, 2005, resulting in a gearing ratio
of 36.%% compared with the same period of 2005 (31.5%). Factors included the payment of
EUR é89.4 miilion for the acquisition of Motorola's automotive electronics business (before
acquiéition of the operations in China) as well as the contributions of EUR 300.0 million to the
Contiﬁental Peénsion Trust (CTA) for the funding of post-employment obligations in Germany.

Compared with September 30, 2005, research and development expense was up 14.1%
to EUh 502.5 million (previous year; EUR 440.4 million), representing 4.6% of sales (previ-
ous yéar: 4.3%}). In the first nine months of 2006, EUR 530.1 million (previous year: EUR
584.1 million) was invested in property, plant, equipment and software, corresponding to a
capité! expenditure ratio of 4.8% (previous year: 5.7%). At the end of the third quarter of
2008, LContinentaI‘s employees numbered 84,561, an increase of 4,712 compared with the
end of 2005.

1

The Alitomotive Systems division increased its sales in the first nine months of 2006 to
EUR 45?401 .3 miltion, up 12.3% compared with the same period of 2005 (EUR 3,919.5 mil-
lion). B'"efore changes in the scope of consolidation and exchange rate effects, sales in-
creased by 5.3%. The division boosted its EBIT to EUR 474.3 miflion, up 6.6% from EUR
445.1 r;‘qi!lion. The return on sales went down from 11.4% to 10.8%. Before changes in the
scope éf consolidation and one-time effects, EBIT rose by EUR 54.4 million or 12.4%.

The Pa%senger and Light Truck Tires division increased its sales in the first nine months
of 2006:to EUR 3,392.8 million, up 5.5% compared with the same period last year (EUR
3,215.6‘:‘million). Before exchange rate effects, sales rose by 4.6%. Sales to the NAFTA re-
placemént market improved markedly, leading to an increased EBIT before one-time effects.
One-timie effects led to a 32.4% decline in EBIT to EUR 325.0 million (previous year: EUR
480.8 million) and a return on sales of 9.6% (previous year: 15.0%) for the division. Before
these orf]e-time effects, EBIT improved by EUR 8.8 million or 2.2%. This was achieved de-

~ spite price increases for raw materials.
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The Commercial Vehicle Tires division reported sales in the first nine months of 2006 of
EUR 1,087.5 million, an increase of 7.8% compared with the same period of 2005 (EUR
1,00828 million). Before changes in the scope of consolidation and exchange rate effects,
sales S.Nere up 9.0%. The division reported a 23.8% decline in EBIT to EUR 86.6 million {pre-
viousl‘year: EUR 113.7 million) — mainly due to increases in raw material prices. Before
chang‘jes in the scope of consolidation and one-time effects, EBIT fell by EUR 9.6 million or
12.4%,

Sales:by the ContiTech division decreased in the first nine months of 2006 to EUR 2,163.7
miIIioﬁ, down 0.7% compared with the same period last year (EUR 2,178.9 million). Before
changtes in the scope of consolidation and exchange rate effects — mainly from sales of the
disposi‘ed Stankiewicz business unit for the second and third quarters of 2005 of EUR 132.0
millioni— sales rose by 6.7%. ContiTech increased EBIT by 103.4% to EUR 248.4 million
(prewous year: EUR 122.1 million), and its return on sales to 11.5% (previous year: 5.6%).
Before changes in the scope of consolidation and one-time effects, EBIT was up by EUR.

47.8 million or 24.9%.

The Contmental Corporation is a leading automotive supplier of brake systems, chassis components,
vehicle! electronlcs tires and technical etastomers. In 2005 the corporation realized sales of EUR 13.8
billion. It currently has a worldwide workforce of around 85,000 employees.

Dr. Heimo‘Prokop Hannes Boekhoff

Director Corporate Communications Head of Press

Continental AG Continental AG
Vahreriwalder Strafle 9 Vahrenwalder Stralle 9
30165 Hanover/Germany 30165 Hanover/Germany
Phone:'+49 511 938-1485 Phone: +49 511 938-1278
Fax: +49 511 938-1055 Fax: +49 511 938-1055
Email: prkonzern@conti.de Email: prkonzern@conti.de

Corpofate Image and Video Library: www.conti-online.com
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Consolidated Income Statements

January 1 to September 30

Third Quarter

in € millions 2006 2005 2006 2005
|sales 10,945.3 10,240.9 3,714.4 3,433.2|
Cost of sales -8,285.5 -7,728.0 -2.821.0 -2,532.9
| Gross margin on sales 2,669.8 2,511.9 893.4 893.3 |
Research and development expenses -502.5 -440.4 -185.8 -149.4
Selling and logistics expenses -633.8 -619.1 -211.6 -209.7
Administrative expenses -336.6 -327.9 -112.3 -106.3
Other incorme and expenses -85.9 2.9 9.2 18.8
At-equity share in earnings of associates 11.5 6.2 3.2 25
Other income from investments 3.6 2.4 -2.0 1.1
[Earnings before interest and taxes 1,116.1 1,136.0 394.1 450.3 |
Interest income 241 230 8.8 141
Interest expense -100.5 -103.5 =311 -41.4
Net interest expense -76.4 -80.5 -223 -27.3|
Earnings before income taxes 1,039.7 1,055.5 371.8 423.01
Income tax expense -361.8 -304.7 -131.0 -95.0
| Net income 677.9 750.8 240.8 328.01
Minority interests -19.4 -17.8 -5.9 -8.0
| Naet income attributable to the shareholders of the parent 658.5 733.0 234.9 322.0]
| Earnings per share in € 4.51 5.04 1.60 2.21|
[ Diluted earnings per share in € 4.29 4.81 1.52 2.11]

Sales/EBIT
January 1 to September 30 Third Quarter
in € millions 2006 2005 2006 2005
| Automotive Systems |
Sales 4,401.3 3,919.5 1.547.4 1,263.2
EBIT 474.3 4451 157.5 167.8
as % of sales 10.8 11.4 10.2 13.3
| Passenger and Light Truck Tires ]
Sales 3,392.8 3.215.8 1,149.4 1,134.4
EBIT 325.0 480.8 1131 233.3
as % of sales 9.6 15.0 9.8 20.6
| Commercial Vehicle Tires |
Sales 1,087.5 1,008.8 367.8 357.7
EBIT 86.6 113.7 42.4 62.6
as % of sales 8.0 11.3 11.5 17.5
| ContiTech |
Sales 2,163.7 2,178.9 688.4 700.7
EBIT 248.4 12214 73.1 -7.9
as % of sales 11.5 5.6 10.6 -1.1
| Other }
Sales -100.0 -81.9 -38.6 -31.8
EBIT -18.2 -25.7 8.0 -5.5
| Corporation |
Sales 10,945.3 10,240.9 3,714.4 3,433.2
EBIT 1,181 1,136.0 384.4 450.3
as % of sales 10.2 1.1 10.6 13.1




Interim Report as of September 30, 2006

Highlights _

On July 2, 2006, we took over the automotive electronics
business of Motorota, Inc., and welcomed the new em-
ployees to the Continental Corporation.

A number of one-time effects should be taken into ac-
count when comparing the first ning months of 2006 with
the same period of 2005. In addition to the changes in the
scope of consolidation through new companies — in par-
ticular the Motorola automotive electronics business —
and disposals, these also include restructuring expenses.
On the other hand, the prior year had significant non-
recurring gains from the amendment of post-employment
bensfits in the U.5.A. Adjusted for these effects, sales
and EBIT were once again higher than for the same pe-
ricd last year. '

No Involvement by Private Equity Investor at
Continental -

On ‘lSe.ptember 19, Centinental AG announced that a
private equity investor had contacted the Company in
order to assess the potential submission of a public
takeover bid. This review, which was only at an early
stage, was however terminated by mutual agreement.

Continental's Share Price Performance

On the whole, share performance was positive during the
third quarter. After the share price initially continued to
fall, hitting the lowest price of the year on Juty 18 at
€71.57, it improved considerably throughout the remain-
der of the quarter. The share price hit €31.44 on Septem-
ber:29, ‘closing off on recent developments such as a
significant drop in market prices for natural rubber and
the proposal by the U.S. traffic safaty authority requiring
mandatory installation of ESC to all new vehicles in the
U.S.A,, in addition, of course, to the good earnings of the
first six months. Altogether, the price rose 14.4% in the
third quarter, while the DAX and the Dow Jones Automo-
biles & Parts Europe increased by 5.6% and 8.3% re-
spectively. Since the' beginning of the year, the overall
perfbrmance has been positive, with the share price rising
by approximately 22%. In comparison, the DAX and the
Dow Jones Automobiles & Parts Europe were up 11%
and 12.4% respectively.

With 148.5 million shares, the market capitalization to-
taled €13.4 billion on September 29, up 34% on the
previous year. The average daily trading volume for the
period from January to September was 1.1 million shares,
12.7% higher than for the same period in 2005.

Share Price Performance

January 2, 2006 September 29, 2006

] Continental
3 DAX
3 Dow Jones Autormobites & Parts Europe

Workforce Increases

At the end of the third quarter of 2008, antine’ntal's
employees numbered 84,561, an increase of 4,712 com-
pared with the end of 2005, primarily from the first-time
inclusion of Motorola's autometive electronics business.
In the Passenger and Light Truck Tires, Commercial Vehi-
cle Tires and ContiTech divisions, the number of employ-
ees declined.

Valuation Principles

This Interim Report, as presented, has been prepared in
accordance with International Financial Reporting Stan-
dards (IFRS). These accounting principles are disclosed in
detail in the Annual Report 2005. As the consofidated
financial statements were prepared under IFRS for the
first time as of December 31, 2005, in aGcordance with
the EU Regulation and in conjunction with section 315a
HGB, there were changes for the entire fiscal year 2005
that affect the interim reports published in 2005. These
changes affected primarity the presentation of certain
minority interests as well as the final classification and
measurement of individual items such as development
expenses. The comparative amounts for the prior periéd
have been adjusted and classified accordingly.




Continental Corporation

Sales Up 6.9%;

Adjusted Sales Growth of 5.6%;

EBIT Down 1.8%;

Adjusted EBIT Up 10.1%

Consolidated sales for the-first nine months of 2006
rose by 6.9% compared with the same period of the
previous year to €10,945.3 million (previous year:
€10,240.9 million). Roulunds contributed €29.8 million to
sales (starting May 2008), and Motorola's automotive
electronics business €262.1 million {starting July 2006).
This was partly offset by the loss of sales following the
disposal of the Sealing Systems and Stankiewicz units,
and the North American off-the-road (OTR}) tire opera-
tions. Before changes in the scope of consolidation and
exchange rate effects, consolidated sales increased by
5.6%.

The average market price for natural rubber rose consid-
erably from the beginning of the year until mid-third quar-
ter, at which time the market situation eased, leadingto a
substantial drop in the price. Nevertheless, the price of
natural rubber in the third quarter of 2006 was 40%
higher than in the same period of 2005. The increased
raw material prices reduced EBIT in the first nine months
by approximately €208 million compared with the average
prices for 2005 as a whole and by about €232 million
compared with the prices for the first nine months of
2005.

EBIT fell by 1.8% to €1,116.1 million {previous year:
€1,136.0 millian), and the return on sales to 10.2% {previ-
ous year: 11.1%). Roulunds contributed €1.9 million to
EBIT and Motorola's automotive electronics business
€2.6 million. Before changes in the scope of consalidation
and one-time effects, EBIT rose by €108.2 milion or
10.1%. Excluding Motorola's automotive electronics
business, the return on sales amounts to 10.4%.

In 2005, the defined benefit pension plans for L.S. em-
ployees were frozen and converted to defined contribu-
tion plans. This led to a one-time reversal of previously
recognized provisions amounting to €27.5 million, largely
due to the fact that future salary increases were no longer
reflected. The further reversal of other post-employment
obligaticns in the U.S.A in 2005 resulted in a gain of
€100.7 million.

The restructuring measures ai the tire plant in Charlotte,
U.S.A., resulted in expenses amounting to €52.6 millien
for the first nine months of 2006. Further restructuring
measures at Continental Tire North America were an-
nounced to shut-down the Mayfield plant — which only
made semi-finished parts for the tire production — for early

2007. This led to expenses in the amount of €28.1 million
during the pericd under review. -

On July 31, 2008, we sold cur North American OTR tire
operations to the Titan Tire Corporation, a leading sup-
plier in the OTR tire business. The disposal gave rise to a
gain of €19.3 million. -

Wae are planning to transfer production capacity from the
plant in Ebbw Vale, UK, to the plant in Zvolen, Slovakia, in
order 1o improve the cost structure in the Foundation
Brakes unit of the Automotive Systems division. This led
to restructuring expenses in the amount of €20.3 million.

The first-time consolidation of Roulunds Rubber A/S led
to an excess interest in the net assets of €12.9 million,
which was shown as a gain as part of EBIT. Restructuring
expenses may be incurred in this connection in the future.

The nine months ended September 30, 2005 included the
net loss of €24.8 million on the disposal of the Sealing
Systemns business unit as well as restructuring expenses
totaling €45.6 million — primarily for Phoenix and Sealing
Systems, '

At €76.4 million, interest expense fell by €4.1 million in
the first nine months of 2006 mainly from the lower in-
debtedness in the first six months. The contributions of
€300.0 million to the Continental Pension Trust (CTA) for
the funding of post-employment obligations in Germany
and the financing for the acquisition of Motorola’s auto-
moiive glectronics business, on the other hand; increased
nei interest expense in the third quarter.

The net income attributable to the shareholders of
the parent decreased 10.29% to €658.5 million (previous
year: €733.0 million), with earnings per share lower at
€4.51 (previous year: €5.04).

Free cash flow was negative €1,010.8 million (previous
year: positive €15.9 million} for the first nine months of
2006 due primarily to the payment of €689.4 millicn-tor
the acquisition of Motorola's autcmotive etectronics busi-
ness (before acquisition of the operations in China), the
€300.0 million contribution to the CTA, and the seasonally
higher average level of working capital compared .with
year-end 2005. Proceeds from the sale of the American
OTR operations amounted to €33.3 million.

At €1,580.8 million, net indebtedness was €1,087.6
million higher than at year-end 2005 and €449.7 million
higher than at September 30, 2005, resulting in-a gear-
ing ratio of 36.6% compared with the same: period. of
2005 (31.5%). : '




Compared with September 30, 2005, research and
development expense was up 14.1% tc €502.5 million
(previous year: €440.4 million), representing 4.6% of sales
(previous vear: 4.3%).

In the first nine months of 2006, €530.1 million (previous
year: €584.1 million) was invested in property, plant,
equipment and software, corresponding to a capital
expenditure ratio of 4.8% (previous year: 5.7%). Auto-
motive Systems invesied mainly in new technelogies for
electronic brake and safety systems, as well as in ex-
panding manufacturing capacity at its low-caost locations.
The Tire divisions focused investments on the new plant
in Brazil, while continuing to expand capacity at their low-
cost locations, including increased production capacity
far high-performance tires in the Passenger and Light
Truck Tires division, and greater production volumes in
Malaysia in the Commercial Vehicle Tires division. Con-
tiTech increased production capacities in Romania, China
and Mexico, and invested in rationalization measures in
Germany.

Automotive Systems

Sales Up 12.3%;

Adjusted Sales Growth of 5.3%;

EBiT Improves 6.6%;

Adjusted EBIT Up 12.4%

The Automotive Systems division increased its sales in the
first nine months of 2006 to €4,401.3 million, up 12.3%
compared with the same pericd of 2005 (€3,913.5 mil-
lion). Motorola's automotive electronics business contrib-
uted €262.1 million to sales (starting July 2006). Before
changes in the scope of consolidation and exchange rate
effects, sales increased by 5.3%.

A large proportion of sales growth was attributable to the
Electronic Brake and Safety Systems, Hydraulic Brake
Systemns, and Chassis & Powertrain business units.

Automotive Systems increased its EBIT to €474.3 million,
up 6.6% from €445.1 miilion. The return on sales went
down from 11.4% to 10.8%. Motorola's automotive elec-
tronics business contributed €2.6 million to EBIT (starting
July 2006). Before changes in the scope of consolidation
and one-time effects, EBIT rose by €54.4 million or
12.4%.

The freezing of defined benefit pension plans in the U.S.A,
in 2005 resulted in a one-time reversal of previously rec-
ognized provisions amounting to €7.5 million.

The planned transfer of production capacity from the
ptant in Ebbw Vale, UK, to the plant in Zvolen, Slovakia,

led to restructuring expenses in the amount of €20.3
million,

Sales Up 5.5%;
Adjusted Sales Gro
EBIT Down 32.4%;

{€3,215.6 million}. Before exchange rate effects, sales
rose by 4.6%.

Volumes to the replacement markets in Europe and the
global automotive industry were at the level of the first
ning months of 2005. Replacement sales in the NAFTA
region fell below the previous year's figure. The product
mix continued to improve.

The increased raw material prices impacted the results for
the first nine months of 2006 by approximately €119
million compared with the average prices for 2005 as a
whole, and by about €135 million compared with the
prices for the first nine months of 2005,

Although the number of tires sold 10 the NAFTA replace-
ment market was down, sales still improved markedly,
leading to an increased EBIT before one-time effects.

One-time effects led to a 32.4% decline in EBIT to £325.0
million {previcus year: €480.8 millicn) and a retdrn on
sales of 8.6% (previous year: 15.0%) for the Passenger
and Light Truck Tires divisicn. Before these one-time
effects, EBIT improved by €8.8 million or 2.2%. This was
achieved despite the price increases for raw materials.

The freezing of defined benefit pension plans in the U.S.A.
in 2005 resulted in a one-time reversal of previously rec-
cgnized provisions amounting to €'1 4.6 million. The further
reversal of other post-employment obligations in the
U.S.A in the same year improved EBIT by €73.3 million.

The restructuring measures at the tire plant in Charlotte,
U.S.A., resulted in expenses amounting to €52.6 million
for the first nine months of 2006. Expenses for the closure
of the Mayfield plant announced for early 2007 impacted
the result by €28.1 million.




Commercial Vehicle Tires

Sales Up 7.8%; 7

Adjusted Sales Growth of 9.0%;

EBIT Down 23.8%;

Adjusted EBIT Down 12.4%

The Commercial Vehicle Tires division reported sales in
the first nine months of 2006 of €1,087.5 million, an in-

' crease of 7.8% compared with the same pericd of 2006

{€1,008.8 million). Beiore changes in the scope of con-

solidation and exchange rate effects, sales were up 9.0%.

We increased volumes by a total of 5% in Europe, with
the number of tires sold both to vehicle manufacturers
and ic the replacement market exceeding the previous
year's figures. On balance, we matched our performance
in the NAFTA region for the same period of 2005, re-
cording a significantly higher volume for the original
. equipment business and a volume shori of the previous
year's figure for the replacement business.

Increased raw material prices impacted the result for the
first three quarters of 2006 by approximately €58 million
compared with the average prices for 2005 as a whole,
and by about €66 million compared with the prices for the
first nine months of 2005.

The Commercial Vehicle Tires division reported a 23.8%
decline in EBIT to €86.6 million {previous year: €113.7
million) — mainty due to increases in raw material prices.
The return on sales went down from 11.3% to 8.0%.
Before changes in the scope of consolidation and one-
time effects, EBIT fell by €9.6 million or 12.4%.

The freezing of the defined benefit pension plans in the
U.S.A. in 2005 resulted in a one-time reversal of previ-
ously recognized provisions amounting to €5.4 million.
The further release of liabilities for other post-employment
benefits in the U.S.A in the same year positively affected
EBIT by €27.4 million.

The disposal of the North American OTR operations on
July 31, 20086 led to a gain of €19.3 million.

ContiTech

Sales Down 0.7%;

Adjusted Sales Growth of 6.7%;

EBIT Improves 103.4%;

Adjusted EBIT Up 24.9%

.Sales by the ContiTech inisioﬁ decreased in the first nine
months of 2006 to €2,163.7 milion, down 0.7% com-
pared with the same period last year (€2,178.9 million).
Before changes in the scope of consclidation and ex-
change rate effects — mainly from sales of the disposed
Stankiewicz business unit for the second and third quar-
ters of 2005 of €132.0 million - sales rose by 6.7%.

With the exception of the Benecke-Kaliko business unit,
all units recorded increases in sales compared to the
previous year, with the Power Transmission Group, Air
Spring Systems and Conveyor Belt Group achieving the
most substantjal gains.

ContiTech raised EBIT by 103.4% to €248.4 million {pre-
vious year: €122.1 million), and its return on sales to
11.5% (previous year: 5.6%). Before changes in the
scope of consolidation and one-time effects, EBIT rose by
€47.8 million or 24.9%.

The first-time consolidation of Roulunds Rubber A/S led
to an excess interest in the net assets in the amount of
€12.9 million, which was shown as a gain as part of EBIT.
Restructuring expenses may be incurred in this connec-
tion in the future.

Last year's results included the net loss of €24.9 million
on the disposal of the Sealing Systems business unit as
well as restructuring expenses totaling €45.6 million ~
primarily for Phoenix and Sealing Systems. o

Cutlook :
We are staying with our overall forecast and expect to
improve consolidated sales and EBIT for 2006 as a whole.

We also continue to expect to be able to compensate the
increased raw material prices in 2006.with mix improve-
ments and rationalization measures.

For 2008 as a whole, we expect a capital expenditure
ratio of approximately 6%.

For the fourth quarter of 2006 we foresee further restruc-
turing expenses for-our North American company Conti-
nental Tire North America {CTNA). In connection with the
restructuring measures and the retated amendment of
post-employment benefits for active employees during the
first nine months of 2006, we are also planning to reduce
the benefits for retirees. As a result,.we are anticipating
positive effects, in excess of €75 million, on EBIT in the
fourth quarter of 2006. ’



Consolidated Balance Sheets

Assets in € millions Sept. 30, 2006 Dec. 31, 2005°  Sept. 30, 2005
Goodwill 1,730.0 1,423.8 1,447.8
Cther intangible assets 213.6 1229 126.9
Property, plant, and eguipment 3,470.3 3,267.8 3.320.9
Investments in associates 121.1 1227 114.3
Other investments 15.7 a3 9.9
Deferred tax asseis 75.8 88.6 165.0
Deferred pension charges 43.0 &5.1 32.9
Long-term derivative instruments 15.7 10.2 7.9
Other long-term financial assets 43.5 51.1 62.3
Other assets 8.2 ) 2.3 ‘ 4.3
[Non-currentassets ©~ - 0 - ot . 5738 " [ 51938 - 52922|
Inventories 17247 1.418.6 1,508.8
Trade accounts receivable 28113 2,114.6 2,5637.8
Other short-term financial assets 73.8 51.6 58.7
Other assets 354.7 269.8 384 .4
“Income tax receivable .18.1 30.2 36.0
Short-term derivative instruments and interest bearing advances 66.2 62.4 687.6
Cash and cash equivalents ' C 587.1 1,273.8 862.2
Assets held for sale 4.9 L1328 —
Currentassets) -~ T .0 m Lt T ety 58408 [ 53539 5,455.5
Totalassets ¥ ... . .. . " . 11,375.7 |.- 10,5477 - .. 10,747.7

Total equity and liabilities in € millions

Sept. 30, 2006

Dec. 31, 2005

Sept. 30, 2005

Common stock 375.0 373.4 373.3
Capital reservas 1,336.8 1,307.8 1,304.4
Retained earnings 2,583.4 2,048.7 1,853.1
Other reserves -191.9 —156.7 -155.5
Minority interests 236.8 2208 2131
[Totatequity - v .o iMe T TR LT L4320 [ & . 37950 - 3,588.4|
Provisions for pension liabilities and other post-employment benefits 984.3 1,298.0 1,.3153
Deferred tax liabilities 240.6 -158.5 159.1
Long-term provisions for other risks 333.7 354.0 357.4
Long-term portion of indebtedness 1,149.8 8423 938.7
~ Other liabilities 27.3 34.9 29.1
|Non-current liabilities, - - Y, LT T " 2,738.7 2788.7. . 2,799.8|
‘Trade accounts payable 1.347.2 1,322, 1 1,158.8
Income tax payable 272.3 340.8 378.9
Short-term provisions for other risks 471.0 462.3 513.0
Indebtedness 1,100.0 897.3 1,130.1
Other short-term financiat abilittes 639.0 482.8 - 5231
Other liabifitios 490.4 416.5. 655.8
Liabilities related to assets held for sale 00] ¢ oL 42, —
| Current liabilities R . 43199, 3,864.0 4,359.7
| Total equity and liahilities ' e 11,375.7 10,547.7, 10,7477
Gearing ratioin % - . = 36.6 13.0 315




Consolidated Cash Flow Statements

January 1 to September 30

Third Quarter

in € millions 2006 2005 2006 2005
EBIT 1,116 1,136.0 3941 450.3
Interest paid -65.7 -74.0 -33.3 -32.5
Interest received 241 23.0 3.2 14.2
Income tax paid -315.3 -272.5 -129.1 -132.9
Dividends received 14.2 4.2 6.6 1.2
Depreciation and amortization 489.3 469.9 178.3 161.4
Change in pensiocn and post-employment provisions -289.5 -86.6 16.5 -101.4
Income/expense with no effect on cash -53.9 12.3 -24.6 21.3
Changes in working capital -925.1 -762.8 -304.8 -185.4
Changes in cther assets and liabilities 120.9 161.8 48.9 149.0
ICash flow provided by operating activities 124.1 .. 6113 -159.8 345.2
Proceeds on disposal of property, plant, equipment and )
intangib'e assets 26.5 1.6 5.6 4.8
Settlement paid on disposal of subsidiaries - -11.7 - -11.7
Capital expenditure on property, plant, eguipment and
software -530.% -584.1 -168.0 -237.7
Capital expenditure on intangible assets from development
projects - 0.7 - -0.5
Acquisition of subsidiaries and other financial investments -705.2 -27.7 -589.7 -18.9
Proceeds on disposal of subsidiaries and other business units 67.5 - 329 -
Short-term interest bearing advances 64| 17.2 0.0 0.0
Cash flow used for investing activities -1,134.9° .. =595.4 -819.2 -264.0 |
Cash flow before financing activities -1,010.8 -15.9 ~659.4 81.2]
Change In indebtedness 453.2 -173.6 -258.0 “46.1
Proceeds from the issuance of shares 1.8 4.3 1.7 2.6
Non-cash proceeds from the issuance of shares 221 - 17.5 —
Dividends paid -145.9 -116.3 - -
Dividends paid to minority interests -6.1 -5.4 2.4 -0.9
Cash flow provided by / used for financing activities’ 325.1 . =291.0 —241.2 47.8
Change in cash and cash equivalents ) -685.7, . =275.1 ,-900.6 129.0
Cash and cash equivalents at the beginning of the reporting : !
period : 1,273.8 1,114.6 1,481.0 729.7
Cash and cash equivalents acquired with/surrendered with the
sale of subsidiaries 8.7 0.2 0.C 0.2
Effect of exchange rate changes on cash and cash
equivalents -9.7 225 6.7 3.3
Cash and cash equivalents at the end of the reporting -l v .
period.. : . 5871 - 862.2 587.1 862.2
Reconciliation of Free Cash Flow to the Change in Net Indebtedness
January 1 to September 30 Third Quarter
in € millions 2006 2005 2006 2005
| Cash flow before financing activities (free cash flow) -1,010.8 15.9 ' ~659.4 81.2}
Dividends paid -145.9 -116.3 - —
Dividends pald to minority interests -6.1 -5.4 -2.4 0.9
Change in equity 1.8 4.3 1.7 2.6
Non-cash changes -1.6 -77.3 20.0 -79
Other 39.7 -7.5 0.0 =75
Foreign exchange effects 35.2 -63.7 1.5 -1.2
| Change in net indebtedness ' -1,087.6 -250.0 j —-638.6 66.3 |




Consolidated Statements of Changes .
in Total Equity .

Number of Common Capital Retained Minority
shares stock reserves  earnings Other reserves Subtotal interests Total
Adjustment Difference from
for succes- currency financial
sive share ftranslation  instru-
in € millions {thousands) purchases ments® :

{Asof Jan.1,2005 145,416 3723, 1,207.4 1,236.4 - -199.2 ©  -07 2,706.2.  231.0| 29372
Net income 733.0 733.0 17.8 750.8
Comprehensive ’
income 66.9 -0.1 66.8 -25.0] 418
| Net profit for - |} S o ' ) o
the period - il N 733.0 66.9-" 01 799.8 =72 792.6
Dividends paid -116.3 -116.3 -5.4 -121.7
Issuance of shares’ 388 1.0 7.0 8.0 8.0
Successive acqui-
sition of shares -22.4 -22.4 5.3 —27.7

| As of Sept. 30,2005 1458047 3733 1,3044 °  1,853.1 ‘-22.4 - -1323 Y 08 -3,375.3 2131 | 3,588.4

|asof Jan. 1,2006 145865 3734 1,307.8 2,049.7 -24.8 1316 - -03 35742 2208) 3,7950
Net income 658.5 658.5 19.4 677.9
Comprehensive .
income’ -34.5 0.7 -35.2 -4.7 -39.9
Net profitfor: -1 ° e L ‘ Sl N . ‘
the period u '658.5 - 345 % 07 8233 14.7 638.0
Dividends paid -145.9 -i45.9 -6.1 =152.0
Issuance of shares' 638 1.6 29.0 1.1 31.7 0.0 31.7
Change in minority
interests from con-
solidation changes
or capital increases 7.4 7.4

-166.1 » -1.0 4,0833 2368 | 4,320.1

| As of Sept. 30, 2006 - 146,503

'375.0° 1,336.8 ° . 2,5634 . -24.8

! Includes the expenditure and exercise of rights derived from stock option plans and convertible bonds.

2 Not of tax.
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Additional Information

Consolidated net pension expenses can be summarized as follows:

in € millions Jariuary 1 to September 30, 2006 January 1 to September 30, 2005
Germany U.S.A. UK Others Total | Germany U.S.A, UK Others " Total

Current service costs 21.2 7.6 36 2.5 349 16.3 1.8 2.6 1.8 326

Interest cost on defined ’

benefit obligation 44.8 28.6 5.9 2.7 82.0 51.1 28.0 5.2 26 86.9

Expected return on plan . M -

assets -17.7 -39.5 -7.3 -1.1 —£5.6 -140 -35.7 -5.8 -08 = -56.3

Loss/gain on curtailmants - 38.3 - - 38.3 - =275 - - -27.5

Amortization of actuarial

gains and losses as well as

other costs 4.0 1.5 =02 0.3 5.6 0.0 1.2 - - 1.2

Netperiodic pension; | ot F T T e

cost. . .~ . |-- 's23.. 385.;'20, 44 - -'952| 534 -221°. 20. 36 - 369

Consolidated retirement healthcare and life insurance expenses in the U.S.A. can be summarized as follows:

January 1 to Jam:lary 1‘to'
in € millions September 30, 2006 | September 30, 2005 °
Current service costs 3.0 ‘ 4.4
Interest cost on defined benefit obiigation 12.9 20.56
Amortization of actuarial gains and losses as well as other costs -1.3 1.7
Lost/gain on curtailments 1.4 .. —100.7°
[ Net.cost of other post-employmenit benefits, .- ‘- - Ly T Y I 7 R 1

Cash Changes in Post-Employment Obligations

As of June 30, 2008, Continental entered into a Contrac-
tual Trust Arrangement (CTA) in Germany, under which
€300.0 million in assets have been transferred to a trus-
tee, solely for servicing employee pension obligations.

Pension funds also exist for pension obligations in other
countries, particularly in the U.S.A, and UK. The compa-
nies of the Continental Corporation contributed €5.1
million (previous year: €4.9 million) into these pensicn
funds for the period of January 1 to September 30, 2006.
No funds exist, however, for other post-employment
benefits.

Payments for benefit obligations totaled €77.7 million
(previous year: €70.0 million) for the period of January 1
to ‘September 30, 2006. Payments for other post-
employment benefits totaled €22.3 million (previous year:
€17.8 million) for the same period.

Impact on Interim Reports

Although certain elements of the Corporation's business
are seasonal, the overall comparability of the interim
consolidated financial statements is not compromised. All
significant effects in the current period are shown in the
financial summarigs or in the accompanying explanations.
Thera have been no other major changes in estimates or
contingencies between the Annual Report 2005 and
comparative interim periods that .have led to material
adjustments in the current interim period. '

Companies Consolidated

In addition to the parent company, the consolidated finan-
cial statements include 276 domestic and foreign compa-
nies in which Continental Aktiengesellschaft holds a direct
or indirect interest of at least 20% of the voting rights. Of
these, 242 are fully consolidated and 34 are carried at
equity.

Since December 31, 2005, the total number of consoli-
dated companies bas increased by twelve. Seven were
acquired, seven newly founded, and nine that had previ-



ously been inactive were fully consolidated for the first
time with the startup of operating activities. Eight compa-
nies were sold, one was liquidated and two companies
were merged. In relation to September 30, 2005, the
scope of consolidated companies increased by seven.
The principal additions to the companies consolidated
related to the acquisition of Roulunds Rubber A/S and
subsidiaries, and of Motorola's automotive electronics
business. Major disposals included the Sealing Systems
and Stankiewicz business units of the CentiTech division.

Acquisition of the Automotive Electronics
Business of Motorola, Inc.

Cn July 2, 2008, the global automaotive electronics busi-
ness of Motorola, Inc. was acquired through an asset
deal. Since the acquisition of the related Chinese opera-

in € millions

tions had not yet besn completed, the purchase price
was €689.4 million. The acquired assets and liabilities
were recognized at their estimated fair values. For prop-
erty, plant, and equipment as well as intangible assets,
the fair value was assessed by independent appraisers.
Based upcn this purchase price allocation, there was
goodwill of €320.1 million.

The final purchase price allocation will change after the
acquisition of the Chinese operations. If this transaction
had already been concluded on January 1, 2006, con-
solidated sales for the first half of the year would have
probably increased by €638.6 million, consclidated EBIT
by €38.2 million and earnings per share by €0.26.

Carrying amount
immediately before Fair value at date of
acquisition initial consolidation

Current assets 227.5 221.7
Non-current assets 199.5 327.6

thereof intangible assets 0.9 104.2
Short-term liabilities 175.4 175.4
L ong-term liabilities 4.6 4.6

| Purchased net assets 247.0 369.3|

Purchase price 689.4
Goodwill 320.1

Capital Expenditure on Property, Plant, Equipment and Software

January 1 to September 30

Third Quarter

in € millions 2006 2005 2006 2005
| Automotive Systems 198.4 219.5 © 742 : 84.6|
as % of sales 4.5 5.6 4.8 6.7
| Passenger and Light Truck Tires’ 177.6 203.5 : 46.5 90.9 ]
as % of sales 5.2 8.3 4.0 8.0
| commercial vehicle Tires 75.0 91.0 20.1 3s.3|
as % of sales 6.9 9.0 5.5 10.7
| ContiTech 77.3 68.0 26.6 24.8 |
as % of sales 3.6 3.1 3.9 3.5
| other 18 2.1 0.6 -0.7]
| Corporation '530.1 584.1 168.0 237.7 |
as % of sales 4.8 5.7 4.5 6.9

1




Financial Calendar

|

1
2006 , |
Financials press conference { | February 23
Analyst conference - ' February 23
Interim report as of March 31, 2006 ! May|a
Annual Shareholders' Meeting | May|5
Interim report as of June 30, 2006 August|3
Interim report as of September 30. 2006 . Navember|1

2007 I |

Financials press conference ! February 22
Analyst conference February 22
Annual Shareholders’ Meeting April 24

Continental Aktiengesellschaft, P.O.Box 169, 30001 Hanover. Ge
Vahrenwalder StrafBe 9, 30165 Hanover. Germany ‘
Phone +49 511 938-01, Fax +49 511 938-81770, mailservice@conti.de. www.conti-online.com T

Continental AG is a:m Official Sponsor of UEFA EURC 2008™.
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